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Since  January  1966,  the  Bureau 
of  Labor  Statistics  has  reported  food 
price  indexes  both  on  a  seasonally 
adjusted  and  unadjusted  basis.  The 
seasonal  factors  used  to  adjust  food 
price, indexes  show  that  food  prices 
typically  reach  their  high  point  of 
the  year  in  July.  The  seasonal  in- 
crease of  1.1  percent  from  June  is 


the  largest  monthly  change  within 
the  year.  After  July,  prices  usually 
decline  seasonally  into  the  fall 
months.  November  prices  typically 
are  1.3  percent  lower  than  the  July 
high.  These  changes  are  much  great- 
er than  twice  the  estimated  standard 
deviation  of  the  seasonal  factors 
of  about  0.15  percent. 


Reprinted  from  the  National  Food  Situation,  NFS-117,  August  1966,  by  the  Economic  and 
Statistical  Analysis  Division,  Economic  Research  Service. 


ERS-311 


SEPTEMBER   1966 


NFS-117  -  30  -  AUGUST  i960 

SEASONALLY  ADJUSTED  RETAIL  FOOD  PRICE  INDEXES  1/ 

Seasonal  price  changes  are  more-or-less  regular  variations  around  the 
secular  price  trend.   They  are  due  primarily  to  relatively  irregular  rates  of 
production  within  the  year  compared  to  relatively  stable  demands,  seasonal 
changes  in  supplies  and  prices  of  competing  products,  and  seasonal  fluctuations 
in  demand  for  some  products.  Uneven  production  flows  often  mean  that  storage 
costs  must  be  covered  in  the  off-season.   For  example,  anticipated  higher 
prices  for  pork  in  the  summer  months,  when  production  is  relatively  low,  in- 
duces accumulation  of  storage  supplies  during  peak  production  periods.   Since 
peak  production  for  many  food  products,  particularly  crops,  occurs  in  late  sum- 
mer, prices  tend  to  be  the  highest  just  prior  to  this  time.  But  prices  drop 
quickly  when  production  increases.   Fruits  and  vegetables,  in  particular,  drop 
sharply  once  the  seasonal  peaks  have  passed. 

Changes  in  retail  prices  typically  lag  changes  in  prices  received  by 
farmers  and  wholesale  prices  by  approximately  the  time  required  to  move  food 
through  the  marketing  pipeline.  Wholesale  prices  for  farm  products  reach  their 
seasonal  high  point  about  April,  wholesale  prices  for  processed  foods  in  June, 
and  retail  food  prices — strongly  influenced  by  fresh  fruits  and  vegetables  and 
pork — in  July  (cover  chart).  2/ 

New  Seasonally 
Adjusted  Indexes 

The  Bureau  of  Labor  Statistics  (BLS)  began  publishing  retail  food  price 
indexes  on  a  seasonally  adjusted  basis  for  January  1966,  in  addition  to  the 
regular  unadjusted  price  indexes.   Seasonally  adjusted  indexes  were  published 
for  all  food,  food  at  home,  and  k   major  food  commodity  groups  through  May  but, 
beginning  with  June,  seasonally  adjusted  prices  are  being  published  for  indi- 
vidual foods  as  well.  No  adjusted  index  is  being  published  for  food  away  from 
home  since  little  seasonal  variation  occurs.  Neither  is  an  adjusted  index 
being  published  for  the  overall  Consumer  Price  Index  (CPl)  since  seasonal 
changes  within  groups  tend  to  be  offsetting.  BLS  does  not  intend  to  publish 
seasonally  adjusted  indexes  for  previous  years,  except  for  1965.  3/  Adjusted 
indexes  are  published  only  for  the  U.  S.  average,  and  not  for  any  of  the  indi- 
vidual metropolitan  areas  for  which  separate  price  indexes  are  published. 

Seasonal  adjustment  factors  and  their  standard  deviations  were  computed 
by  BLS  (but  were  not  published)  for  many  of  the  foods  priced  for  the  CPI 
(table  12).   The  seasonal  factors  were  revised  from  those  published  in  1963  in 
Seasonal  Factors;   Consumer  Price  Index:   Selected  Series,  June  1953-May  196I.U/ 


1/ Stephen  J.  Hiemstra,  Head,  Food  Consumption  Section,  ERS. 

2/Department  of  Labor,  Bureau  of  Labor  Statistics,  Prices:   A  Chartbook, 
1953-62,  Bulletin  No.  1351,  December  1962,  page  20U. 

3/Monthly  Labor  Review,  April  1966,  table  D-2,  p.U72. 

^/Bureau  of  Labor  Statistics  Bulletin  1366.   Indexes  of  seasonal  retail  price 
variation  for  selected  food  products  from  the  BLS  study  were  published  in  the 
November  1963  issue  of  the  National  Food  Situation,  NFS-106. 


NFS-117 


-  31  - 


AUGUST  1966 


H) 


3 


o      o 
o      o 

H         H 


CO 

ON 
ON 


rnj-J-  MINONJ-  CM  t~t^J-(OOJ  rOO  H  OJ         HHOIrl 


NO         ON  H  04  C—  (OOJ-VOHtOin  ON  NO  CO  H  04 
H         H  Ol  CM  OJ-*  H  H  lACOH         OJH 


COOCOndcOHOnC— COOcOHOH-d"OON        C-OOC— 


t—  m  04  OJ  en  on  OJ  t—  un  unnq  co   I 


ON  O  O  O  O  OJ  O  ONCO  COHCOOOCOOCN 

ONOOOOOOONONONOONOOONOON 

HHi-IMMH  H         HH         H 


4\00  ON-*  CUt^0OrOJ-lAt--m  t~VO  O   ON       VO   HrH\o 


O   UN 

o  o 

H    H 


ONCOOCOOJUN-d-ONOHONOJCOl       It—  H  CO    UN 


OOHOOOJOONOOOONOOONOON 
OOOOOOOONOOOONOOONOON 
H  r{  H  r-t  r-i  ri  H         rHHrH         HH         H 


O  H  O  O 
OOOO 
H  H  H  H 


OJ  CO   ONO    ONCO    C-ND    C—  NOUNOUNCOHNONO  U)   O    ONt- 


CO  ON  ON  UN  CO  H    H  -d"    ON  NO   C~-  O   1>- 
ON  f-  ON  O    ON  ON  ONCO    ON  ON  O    ON  ON 

H  H 


iAindMOMDir\JOOt~HO    I     I   OJ 


HHHHOOOaNOJcOOcoOOaNONON 
OOOOOOOONOOOOOOONONON 
H  H  H  H  H  H  H         HHHHHH 


H-d-OcocO-d-coHHt-Ht-C— OJ-d-UNCO 


O  H  ON  O 
O  O  ON  O 
H  H         H 


OJ   UNCO   On 


CO  OJ  O  OJ  t-CO  J"  J"  H  UN  UN  CO  C— 


CAIOJHOOHHOUN-d-HVOOHOGNON 
OOOOOOOOOOOOOOOONON 
Hr*r-{^i-IHi-IH<-IHH'-li-ir-{r-[ 


j-  r-muNH  inj-^nHH  o  hono  c-co 


O  O  ON  On 
O  O  ON  ON 
H  H 


-d"  UN  H  C— NO  UN  UN  NO  O  OJ  CO  CO  on 
ON  ON  O  O  H  ON  ONCO  O  ON  ONNQ  CO 
H  H  H  H 


HoONOH-d-ONOJ_d-OOCO  coco    I    UNCO 


O  O  H  H  O  O  O  ON  ON  ON  J-  NOHNOOOONONON 
O  O  OOOOOONONONOOOOOOONONON 
H         H         H  H  •-{  H  f-t  z-i  r-\  rH  •-!  •-!  r-l 


H  UN  O  CONO  UN  ON  ON  UN  C~-  H  COCO 
OOJOOHOOCOOONONI--ON 
H  i-l  H  H  H  H  H         H 


CO  OJCOONOOJCONOONOJ.d'UNNOCOC— OJC0C0  UNrlt-J 


O  O  ON  ON  ONV0  ONONOJ  CO  ON  OJ  ON  ON  H  ONON 
O  O  ON  ON  ON  ON  ON  ON  O  O  0NO  ONONO  ONON 
H  H  H  H         H  H 


ON        ON        UNOJONHCOHCOOOJO-d-HOCOCO   ONVO 


CO  UN  no  COOJHNOCOcot— HH-d-  I  CO  -d" 
I  •      • 

OONOnOcocOOJCOvOOHOO  I  -d-  CO 

HOJaNOHOJHONOHGNHcO  On  ON 


O  H  CO  H   On  CO  O  UNJ-  -d"  CO  OJ 


OJOCOO-d-OJNOOH-d--d--d-cococoHOJ 


CO   H    O  CO  NO    UN  ON  ON-d"    O    O    UN     I    CO   H   t- 
O0JO0NOHOOOOOO        CO0J0N 

HHH  •-)r-tr-\H-->'-lr-ir-i  H 


OJONONroojcocoocomuNco    I    H    I   un 


CO  CO  CO    ONCO  COCOOC~-UN[—  C—  ON  ONCO    o    o 

ON  ON  ON  ON  ON  ON  ON  O    ON  ON  On  ON  ON  ON  ON  O    O 
H  H  H 


t-lnOl  (MCOf-OH  t-OCO  CO  NO  UNHHOJ         UN  OJ  O   t- 


UNCO   ONCO    UNCOCOOUNOJCONO      I    NO 

OOONONONOOHONOONH        on 

•-I    H  r-\    r-l    H  H  H 


C-H  H  JCON0  4-  O  t--d-NO  -d" 


C0  CO   ON  ONCO    ONONONONOCONO    ONONO    O    O 

ON  ON  ON  ON  ON  ON  ON  O  On  On  ON  ON  ON  ON  O  O  O 

H  HHH 


COCO  CO  UNN£>  O  -d"  UN  COCO  -d"  ON  NO  t—  CO  O  O 


OJHOONCNt-OJC-cOONONO  I  CO 
O  O  O  ONCO  ONOOONOCNH  H 
H  H  •-i  H  <-{         H         r-i         r-i 


ONUNCO-d-HOCOOJHHC— NO     I      I      I    ON 


ONCO  ON  ON  ON  H  ON  O  C— NO  ONNO  ON  ON  H  O  O 

ONONONONONO    ONO    ONONONONONONO    O    O 

H         H  H  H  •-< 


OOOO 
OOOO 
H  H  H  H 


O   UN  NO  NO    UN  NO    O    0N-=T  -d"  -d"   D—  CO  NO    CONO  NO  CO-d"    CO  H 


UN  OJ  CONO  HCOONH-3-C--HO     I      I      1-3- 


OONOOOHOOCOCOOt~-ONONHOO 
OONOOOOOOONONOONONONOOO 

H  H    r-\    •-!    •-!    rA    H  H  r-l    r-{    f-\ 


OOOO 
OOOO 
H  H  H  H 


O  CO  CO  CO  CO  t-  C-  CO  NO  ON  H  H  ON  C-  ON-d"  -d"         t~CNOJ-d- 


CO  H  H  CO  ON  J-  NO  COCO  H  ONVO 

ON  ON  O  ONCO  ON  ON  H  ON  O  O  O 

H  H    H  H  H 


-d-    C—  -d-ONONUNOJC—ONtfNUNONI       |       I     ON 


O  ON  O  O  H  H  O  ONCO  COHC-ONONONOO 
OONOOOOOONONONOONONONONOO 

r-{  r-{    r-\    r-H    rA    f-i  H  HH 


OOOO 
OOOO 
H  H  H  H 


NO  NO  NOH  NO   CO  UN  O    OJ    OJ   CO  -d"     1 
ONCOONONCOONONHOOOH 
H  H  H  H  H 


H  M  p 

ccj   ri  « 

1)    Up  li 

!>  P   w  O 

»1    (J  h 

tt       o 


a   63 


0)  -p 

60  S 


.M 


w  p 

"S  3 

O)  <n 


q   u 


•»ca<HO'Hj3S<u^!0.. 

MP    IIIKKU  S>    !i(l(S  B£ 

P    cd    0)                                   O  P 

Hi    0)B                                  Ph  o 


cd  <u  w 

ks   o>   fn  .y  01 

h    OB  >( 

O    pn, 


P       ~J3 

o  4*(  o 

5  H 


>>    0> 

u  u 

CO 


w   o> 
o>   > 

H 

,Q  Tj 

CCj  C 

P  Oi 

<U 

M  W 

0>  p 

>■$ 

■a  u       w 

cd         0)  H 


3 

M     W     ^t  - 

t*      J)    >H  O 

d  M  oi  p 


w 


O)    W  0)    0)  o> 

MMPSCJOW^I 

CoiOS-c3POiS 
..    0,ajKO)pcdo<co' 
ftanJcdP-H^iSHHpeniSH 
mwpQini5HhOGn)niO)0)OSHp 
P   oi   aS<WOOCcOOOO>-aE-icJc/; 

•H    ^i   p 
^    (in 


c 

ON 

ON 


''■N 

ON 
ON 


ONO 

o  o 

H    H 


H  ON 
O  O 
H  H 


oi 

d 

H-, 

'-'■ 

o 

T) 

'm 

O 

IN 

4J 

CI 

Ti 

"' 

'■•. 

P( 

cf 

S 

to 

wi 

01 

L  • 

ci 

- 

cl 

c 

!) 

H 

o 

H 

01 

il 

C) 

C 

H 

'« 

h 

C 

W 

H 

n 

H 

p 

CI 

id 

P 

n) 

UJ 

^< 

w 

0 

Ti 

-' 

n: 

at 

T) 

01 

h 

•H 

nl 

H 

CI 

H 

d 

Ci 

w 

CJ 

M 

CO 

c 

rH 

O  OJ 
O  O 

H   H 


■N| 

O 

O    CO 

o 

o  o 

H 

H 

H  H 

0J1 


i-i  so 
1)  63 
J3   W 


3 

CO 

P 

r- 

O 

c: 

01 

H 

■H 

3 

P 

CI) 

H 

rl 

CJ 

-!-• 

c 

."1 

u 

H 

>  OJl    o 


- 

P 

c^ 

czi 

0 

trt 

I 

01 

-i 

r 

AJ 

<li 

0 

P 

u 

n  j 

•S 

& 

(0 

h 

H 

ra 

d 

J 

>! 


<H 

Ti 

'I 

r. 

- 

m 

c 

•H 

CI) 

H 

43 

in 

3 

c 

■i 

p 

cl 

3 

NTS- 117  -  32  -  AUGUST  1966 

The  seasonally  adusted  price  index  for  all  food  for  June  1966  stood  at 
114.0  (1957-59=100),  down  from  114. 3  in  April  (table  13).  It  compares  with 
113.9  for  the  unadjusted  index  for  June  1966  (table  17,  p.  48  ).  The  price  in- 
crease of  0.4  percent  from  May  to  June  1966,  on  an  unadjusted  basis,  was  erased 
entirely  on  an  adjusted  basis.  In  1965,  the  peak  within  the  year  was  reached 
in  December  on  an  adjusted  basis  rather  than  in  July  on  an  unadjusted  basis. 

The  revised  seasonal  factors  were  derived  using  the  1964  BIS  seasonal 
factor  method.  5/  This  method  reduced  the  variation  in  seasonal  factors  over 
time,  in  comparison  with  the  method  used  in  the  I963  study.  The  computational 
procedure  used  by  BIS  involved  a  series  of  successive  approximations  that  ended 
with  secular  (trend-cycle),  seasonal,  and  irregular  components  of  price  varia- 
tion over  time.  Stability  was  obtained  by  use  of  "credence  factors'*  which  gave 
more  weight  to  small  irregular  variations  in  the  data  than  to  large  variations. 

Shifts  in  Seasonality 

Higher  prices  during  the  off-season  may  stimulate  production  shifts 
over  the  years,  even  though  production  costs  may  be  higher  during  the  off- 
season. Pork  production  is  an  example;  winter  farrowings  may  be  more  costly, 
but  price  incentives  for  reaching  the  summer  market  have  encouraged  earlier 
production.  Even  though  the  total  amount  of  seasonal  variation  did  not  decline 
over  the  1956-65  period,  the  yearly  retail  price  peak  in  1965  came  later — about 
September — rather  than  in  July  (fig.  5).  Prices  in  April-July  in  recent  years 
have  been  seasonally  much  lower  than  in  previous  years. 

Beef  and  veal  prices  did  not  exhibit  marked  seasonality,  but  some  shifts 
have  occurred  (fig.  5).  The  direction  of  change  has  been  the  same  as  that  for 
pork— down  in  the  second  quarter  and  up  in  the  fourth  quarter.  As  a  result, 
total  meat  price  seasonality  shifted  noticeably  between  1956  and  1965 .   The 
second  quarter  is  now  the  low  of  the  year  and  the  peak  comes  later  in  the 
summer. 

The  shift  in  meat  prices  has  been  important  enough  to  influence  total 
food  prices:  In  earlier  years,  second  quarter  food  prices  averaged  above  the 
first  quarter.  June,  in  particular,  was  a  strong  month.  However,  by  1965, 
seasonal  factors  had  shifted  to  the  point  that  the  second  quarter  averaged 
about  the  same  as  the  first  and  fourth  quarters.  The  third  quarter  averaged 
about  1  percent  above  the  other  three.  July  remains  the  peak  of  the  year,  but 
June  prices  no  longer  are  up  as  much  from  May  as  previously. 

Shifts  in  methods  of  production  also  may  encourage  a  more  even  seasonal 
flow  of  output.  Broiler  production  is  a  good  example:  Large-sized  commercial 
units  have  stabilized  the  flow  of  product  to  the  point  that  little  retail 

5/  Department  of  Labor,  Bureau  of  Labor  Statistics,  The  BIS  Seasonal  Factor 
Method  (1964),  April  1964,  22  pp.  The  BLS  method  assumes  a  multiplicative 
relationship  among  the  3  components  of  a  series  of  original  data:  Original= 
(Trend-cycle)  (Seasonal)  (Irregular). 
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price  seasonality  remains  for  chicken.  Only  a  3-percent  variation  from  the 
high  to  low  point  remained  in  1965,  compared  with  a  9-percent  swing  in  1956. 
The  1965  seasonal  pattern  shifted  from  that  earlier  in  the  1956-65  period, 
but  may  not  be  statistically  significant  in  view  of  the  size  of  its  standard 
deviation  (table  12).  6/ 

The  seasonal  price  patterns  for  eggs  and  dairy  products  depart  sharply 
from  those  for  most  foods  in  that  they  reach  their  low  points  in  the  summer — 
in  about  June  (fig.  5).  Both  products  exhibited  somewhat  less  fluctuation  in 
1965  than  in  1956.  The  pattern  of  variation  changed  somewhat  for  eggs:  Egg 
prices  in  I965  tended  to  be  relatively  higher  in  the  early  months  of  the 
year  and  relatively  lower  in  the  summer  months  of  July  and  August,  but  the 
peak  still  came  in  September-October. 

Many  changes  in  seasonality  occurred  for  individual  fresh  fruits  and 
vegetables  between  1956  and  1965,  although  collectively  there  was  little 
change  in  pattern  (fig.  6).  The  price  pattern  for  onions  changed  notice- 
ably; for  example,  relatively  lower  prices  in  May-June  were  offset  by  higher 

prices  late  in  the  year.  Carrot  prices  also  shifted  considerably:  Prices 
were  relatively  higher  in  June- July  and  lower  in  September-December.  Lettuce- - 
prices  changed  substantially.  But  lettuce  prices  vacillate  so  much,  judging 
from  the  size  of  the  standard  deviation,  that  the  seasonal  pattern  may  have 
little  validity. 

Overall,  there  probably  has  been  some  slight  decline  in  seasonal 
variation  in  retail  food  prices  in  recent  years.  Between  1956  and  1965*  the 
range  of  variation  within  the  year  from  the  highest  to  the  lowest  month  was 
reduced  for  all  food  from  1.6  percent  to  1.4-  percent.  Even  so,  the  amount 
of  seasonality  has  exceeded  the  annual  average  increase  in  food  prices  for 
many  years.  The  variation  in  food  at  home  dropped  a  notch — from  1.9  to  1.8 
percent.  The  greater  variation  for  food  at  home  than  for  total  food  was  due 
to  the  small  seasonal  variation  for  food  away  from  home  that  accounts  for 
about  a  fifth  of  total  food.  A  decline  in  total  variation  was  noticeable 
for  chicken,  dairy  products,  eggs,  onions,  tomatoes,  apples,  bananas,  oranges, 
and  grapefruit.  But  increases  were  noted  for  a  few  foods — potatoes,  for 
example — and  little  change  for  many  others. 

6/  Standard  deviations  are  shown  as  bands  around  the  indexes  of  seasonal 
variation  charted  in  figs.  5  and  6,  one  standard  deviation  above  and  one  stand- 
ard deviation  below  the  index  of  seasonal  variation. 


